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Foreword
In recent years there has been a substantial growth, in both number and
size, of employee welfare funds organized for the purpose of providing
varied benefits to the members of the funds or their beneficiaries. The
by-laws of a large number of these funds require an annual examination
of the financial records and statements by independent public accountants.
To illustrate some of the accounting and auditing procedures which are
peculiar to such welfare funds, the committee on labor union and welfare
funds has issued this case study on the audit of a self-administered
union-industry welfare fund.
The procedures used by the independent public accountant in this case
study may be applicable only due to particular circumstances surrounding
this specific examination; furthermore, alternative procedures might con
ceivably have been used to accomplish the general audit objectives. Accord
ingly, it should be carefully noted by the reader that this study is not
being presented as a recommended or model program, but rather as an
informative and objective study.
The committee hopes this material will be of assistance to independent
public accountants whose services are engaged in the growing area of ac
counting and auditing for employee welfare funds.
Committee on Labor Union and Welfare Funds
M ax E. C ooper, Chairman
William M. D olan, Jr .
P aul E. F ertig
R obert F. G abele
L awrence E. H andren
C. E. O lson
H oward R. R euter
P rice G. R ighter
R ichard C. L ytle , Director

of Technical Services
July, 1959
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INTRODUCTION

Description of the Welfare Fund

This case study covers a medium-sized Union-Industry Welfare Fund.
The fund was organized on a not-for-profit basis as a result of negotiations
between union and industry representatives. Its purpose is to provide wel
fare benefits to the employees of the participating employers. Benefits
provided include hospitalization, medical, surgical, disability and life in
surance for the covered employees and hospitalization, medical and surgical
coverage for dependents of covered employees. Costs of the benefits are
covered by contributions made by the employer, generally on a cents-perhour basis for hours of pay received by the employee. Contribution rates
are not the same for all employers but are determined as a result of col
lective bargaining between the union and the individual employers. As a
result of different employer contribution rates, several “plans” or levels of
benefits are administered for the beneficiaries or members of the fund.
The fund is administered by a board of trustees consisting of an equal
number of employer and employee trustees and one neutral trustee through
a fund office operated by a manager and about twenty-five employees.
The fund office collects the welfare contributions from participating em
ployers, maintains eligibility records for covered employees and their
dependents and processes all claims for benefits. The benefits are under
written by an insurance company so that claims are paid on the insurance
company drafts. Thus, claim payments are excluded from the integral rec
ords of the fund.
The fund has retained insurance consultants to handle the insurance
matters. The placing of the insurance is handled by the consultants and
is on a low bid net retention basis. This means that the insurance company
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agrees to accept a fixed percentage of the premiums paid as its total
compensation for underwriting the plan. The excess of (1) the premiums
paid over (2) claims paid and reserves for claims in progress and the
company’s retentions are refundable at the end of the policy year to the
fund as a dividend or experience rating refund.
Accounting reports are issued on an accrual basis in order to provide
a proper matching of revenues against insurance and administrative costs.
The accrual basis is considered to be quite necessary to provide a fair
statement of the operations since premiums may not be paid promptly;
substantial amounts of claims are in process at the end of the fiscal year
and the insurance dividends may result in significant changes in the
insurance costs for the year.
The exhibits on pp. 22, 23 indicate the volume of operations of the fund
and the assets and liabilities.
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SUMMARY OF ACCOUNTING PROCEDURES
AND INTERNAL CONTROL

Cash Receipts — Employer Remittances

Each employer submits a monthly report showing the weekly pay periods
covered by the report, total pay hours subject to contributions, the con
tribution rate, and the amount of the contributions paid. Reports are
opened at the mail desk and the amount of the check compared with the
amount shown on each report. Over or underpayments are noted. The
checks are then removed and the reports stamped to show receipt of the
checks. An adding machine tape in duplicate is then run on the checks
for bank deposit purposes. One copy of the tape accompanies the remit
tance reports to the bookkeeping section as a control over postings to
the cash receipts book. The bank deposit is then prepared and submitted
to the manager for approval and deposit. A copy of the deposit slip is
retained for checking against the daily total of postings to the cash receipts
book.
The bookkeeping section posts cash receipts on a bookkeeping machine.
The following information is posted from the remittance reports: date,
employer, union local number, month remittance covers and amount. A
separate ledger card is maintained for each employer upon which the
same information is posted simultaneously with the posting to the cash
receipts register. The cumulative total of remittances from each employer
is calculated and entered in connection with each posting. Thus, the
employer’s ledger cards show total receipts for the year from each em
ployer and provide a record to review for the purpose of ascertaining
that remittances have been received for all pay periods or that delinquencies
exist.
The fund manager checks on a weekly basis to see that postings to the
cash receipts records are in agreement with the bank deposits.
It should be noted that the amount of contributions to be paid is based
entirely upon the employer reports. The fund is in no position to determine
whether the hours reported by the employer as the basis for the con
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tributions are correct except by special payroll audits of employer rec
ords. Thus, the amount of contributions due cannot be determined until
they are received.
Cash Receipts — Other

Other than employers’ remittances, only investment income and sundry
cash receipts items are involved. These receipts are controlled on the
same basis as employer contributions.
Cash Disbursements

Regular administrative expenses and payrolls are paid from an imprest
fund administrative bank account. The fund manager and chairman of the
board of trustees are the authorized signatures on this account. All pur
chases of equipment, professional fees and other special expenses require
board approval; otherwise, the vendors’ invoices properly approved as
to receipt of materials, prices, etc., are the only support required for ad
ministrative account expenditures.
Insurance premiums are paid from the general account, as are transfers
to the administrative account and to the investment account. All checks
drawn on the general account require the signatures of the chairman and
the secretary of the board of trustees (one is a union representative and
the other an employer representative).
A three part voucher check is used for all disbursements:
1. Original—Check to vendor
2. Duplicate—Voucher copy is filed alphabetically with supporting data
attached
3. Triplicate—Reference copy is filed numerically
The checks are written by the accounting department and submitted
with supporting data to the fund manager; after approval by the fund
manager they are submitted to the chairman for approval of supporting
data and signature on the checks. The file is then returned to the fund
manager for counter-signature on the administrative account checks and
distribution of the checks. The manager’s secretary mails the checks to
the vendors, cancels the vouchers and returns the voucher copies and
supporting data to the accounting department for filing.
The fund office payrolls are prepared on an accounting machine which
simultaneously prepares cumulative earnings records. All personnel are
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paid on a weekly basis at rates approved by the board of trustees. Over
time payments are approved by the fund manager.
Investments

Surplus funds are invested in government and corporate bonds. Invest
ments are made and the securities are held by a local bank, as trustee.
Monthly statements of interest income and security transactions are re
ceived from the bank. At the end of each six months the bank submits a
statement showing securities held, cost, market value and income received
for each security. The fund maintains a complete record of all investments
owned and the income earned thereon.
Eligibility Records

When a new employer joins the fund a list of all current employees
fulfilling eligibility requirements is submitted to the fund. Such employees
are eligible for immediate full coverage. New employees must fulfill a
“waiting period” requirement before becoming eligible. In connection
with the monthly remittance reports the employer submits the names of
new employees hired and names of employees whose employment is ter
minated, along with the effective dates for each. Employees must work
at least a set minimum number of hours per month to maintain eligibility.
Based upon these reports the fund office prepares eligibility cards for
all employees eligible to receive welfare benefits. The employee’s spouse
and minor children are also eligible for certain benefits and their names
are submitted by the employee immediately after employment. Thus, the
fund must maintain eligibility records not only on the employees but also
on their dependents.
Benefits available to the employees vary according to the rate of contribu
tions made by the employer. Therefore, the eligibility records must show the
plan of benefits under which the employee and his dependents are eligible.
The eligibility records are the basis for determining eligibility for benefits
and for computing amounts of payments of monthly insurance premiums.
However, these records are not conclusive evidence of eligibility since
experience has shown that employers may not promptly report terminations,
new hires or other changes in status.
Insurance

The welfare benefits are underwritten by a major insurance company on
a net retention basis. Premium rates are established for each plan of

1

benefits and premiums are paid monthly on the basis of the number of
employees covered by each plan during the month. At the end of the
policy year, the fund is entitled to a premium refund, or dividend, in the
amount of premiums paid less claims paid and reserves for claims in
process and the insurance company’s retention.
The amount of the monthly premium is based on counts of the number
of employees covered by each plan. The eligibility records are maintained
on punched cards and the counts are performed by punched card equipment.
The fact that all insurance matters are reviewed or controlled by an
independent insurance consultant introduces an element of internal control.
However, this was not considered to relieve the auditor of the necessity
for making adequate tests of insurance transactions.
Processing Claims for Benefits

All claims for benefits are submitted directly to the fund office for process
ing. Claims are submitted on special forms and must be substantiated by
medical and hospital certificates.
The fund office checks claims reports to ascertain that forms are in
order and that the claim and eligibility for benefits are properly substan
tiated. From the eligibility record, the plan of coverage is determined and
based on this plan the amount of the claim is computed. In the event
the eligibility cards do not show the claimant to be eligible, the employer
is requested to furnish a copy of the employee’s work record for the
three months prior to the claim in order to properly check his eligibility.
Claims Payments

Payment of the claim is made by insurance company draft which is
prepared and signed by the fund office and reviewed and counter-signed
by an insurance company representative. A daily summary of drafts issued
is compiled for balancing with the insurance company’s record of claims
paid.
More than one payment may be made on a claim, as in the case of
weekly disability payments which may continue for several weeks. There
fore, one claim file is used until the claim is closed so that all payments
on the same claim may be summarized to ascertain that the limits of benefits
are not exceeded.
Since claims are not directly paid from fund cash, the amounts of such
payments are not an integral part of the fund’s accounts. However, the
payments do represent a most important function of the fund. Over
payments or underpayments would have a direct effect on the operating
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results for the year since they would directly reduce the amount of in
surance dividends receivable. Also, significant overpayments could result
in higher insurance premium rates for the ensuing year. Therefore, the
proper control over claims payments and the maintaining of records of
these payments for comparison with the claims charged against the fund’s
insurance policy is most important.

SCOPE OF AUDIT

General

Because of the dual union-industry responsibility for the operation of
the fund and the frequent newspaper reports of welfare fund mismanage
ment, the trustees requested a more comprehensive audit than might nor
mally be required for the records maintained. As a result, all cash dis
bursement vouchers in excess of $100 (other than claims payments) are
examined, payroll records are thoroughly audited and two months’ cash
receipts detail are checked each six months. The extent of these audit pro
cedures is considered to be approximately double the coverage that would
normally be required where such generally effective internal control exists
over these activities.
The audit procedures applied to trial balances, footings of books of
original entry, postings, bank reconciliations and investments were gen
erally standard procedures and, therefore, will not be described in detail.
The purpose of this case study is to describe primarily the procedures that
are special to a welfare fund operation. Therefore, the description of de
tailed auditing procedures in the succeeding paragraphs is limited to items
in that category.
Employer Contributions

Approximately 30 per cent of the dollar value of contributions received
per the employer ledger cards was checked to the remittance report files to
ascertain that amounts due had been properly computed and posted. Tests
were also made from selected remittance reports to employer ledger cards.
Under and over payments were investigated as to proper handling and
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accounting. Since the remittance reports are based on weekly pay periods
ended during the month covered by the report, tests were made to be
certain that no weekly pay periods had been omitted.
A trial balance of total remittances per the employer ledger cards was
balanced with the total contributions income. The total contributions for
the period received from selected employers were confirmed on a positive
basis by direct correspondence with the employers. These confirmations
accounted for a substantial portion of the total dollar value of all contribu
tions received and also represented about 20 per cent of the contributing
employers. Photographic copies of the employer ledger cards were used
in making these confirmations. This method of confirmation proved quite
successful since it eliminated problems as to in-transit remittances and
also furnished confirmation to the employers that all remittances were
promptly and accurately credited.
The percentage of total dollar value coverage in these tests is quite
high due to the fact that a few large employers account for a large per
centage of total contributions. Care was taken, however, to assure that a
satisfactory cross section of all employers was covered in these audit
procedures.
The delinquent employer list was checked in detail to the employer
ledger cards and the date of the last contribution confirmed by direct cor
respondence with about 40 per cent of such employers.
Under the terms of the collective bargaining agreements, penalties are
assessed against delinquent employers. However, it was found that in
actual practice few penalties were collected. Delinquencies either oc
curred because the employer was going out of business or because of
confusion or misunderstandings that developed at the outset of the em
ployer’s participation. Thus, penalties were either not collectible or were
usually waived. Tests were made to check that waivers were properly ap
proved by authorized members of the board of trustees.
Insurance Premiums

Insurance premiums payable are computed monthly by a punched card
operation whereby eligibility cards are sorted and tabulated by plan of
benefits. Premium rates are then applied to the number of employees cov
ered by each plan to determine the total liability to the insurance company.
The audit procedures employed to substantiate the accuracy of premium
payments are as follows:
a.
The procedures used in the punched card operation are reviewed
to ascertain that adequate control exists to assure inclusion of all cards
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for covered employees in the analysis and that procedures followed are
proper to produce accurate results.
b. During the interim audit the computation of one month’s premiums
was observed and controlled by audit staff personnel working with the
punched card department personnel.
c. Selected eligibility cards used in the computations were compared
with employer reports to check eligibility and the plan of benefits as shown
on the cards.
d. A sample of eligible employees was selected from employer reports
and checked to the punched card eligibility cards to ascertain that all
were included in the premium computation for the correct plan of benefits.
e. Computations of the insurance premiums payable were checked.
f. Insurance company and insurance consultant reports on loss experi
ence ratios by each separate plan of benefits were examined for any in
dication of substantial over or underpayments by plan of benefits.
g. Monthly insurance premiums paid for the year were reviewed to
ascertain that total covered employees were accounted for and that
changes in monthly payments were reasonably accounted for by changes in
total employees covered.
h. Total insurance premiums paid for the year were confirmed by direct
correspondence with the insurance company.
Insurance Dividends and Loss Reserves

The insurance dividend receivable at the end of the policy year may be
quite substantial. The checking of the computation of the dividend and
the determination of the reserves to be established by the insurance com
pany for claims in process at the end of the year are handled by the fund’s
insurance consultant. Direct confirmation of the amount of the dividend
is received from the insurance company. A summary showing in reasonable
detail the computation of the reserves for claims in process and of the
dividend is received from the insurance consultants. It is thus possible to
check that the correct premiums, claims payments amounts and insurance
company retention have been used in the computation; that reserves for
claims in process are reasonable; and that the reserves withheld at the
end of the prior year have been properly credited to the current year.
Since reserves for claims in process have been reflected in the insurance
dividend, there is no need to reflect these reserves elsewhere on the balance
sheet of the fund. Because of the probable significant amount of the
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dividend it is necessary for an unqualified opinion that it be accrued before
the books are closed for statement purposes.
Accounts Receivable

Contributions are received from the employers during the month suc
ceeding the month in which they accrue. Since the full insurance costs
applicable to the contributions due for the last month of the period are
reflected in the operating expenses, the contribution income for that
month must be accrued. This is accomplished by holding the books open
for approximately one month and accruing as a receivable all contribu
tions received in that month applicable to the preceding fiscal year. The
delay in closing the books is not considered serious since a longer time is
required to determine the insurance dividend receivable.
Claims Payments

In a fund of this nature a primary problem of the trustees and the
auditors is the prevention of overpayment of claims. The employer’s cost is
fixed by the collective bargaining agreement so he is not apt to resist
borderline claims and local union officials may push such claims for their
members. Also, it is important to be satisfied that valid claims have not
been rejected or underpaid. The insurance company apparently performs
only a minimum audit of claims and, therefore, cannot be depended
on as the sole check on the propriety and accuracy of claims. Therefore,
the audit of claims payments becomes an important phase of the audit.
Records of the insurance company claims drafts issued are first re
viewed to ascertain that all draft numbers are accounted for. The total
amount of claims paid per the fund’s records is confirmed with the in
surance company. Claims to be audited are primarily selected from the
drafts issued records. Some claims are also selected from claim files for
audit. However, use of claims files as a basis of selecting claims to be
audited is considered generally ineffective since it should be assumed
that the file supporting a fictitious claim would probably have been de
stroyed. Since closed claims are filed alphabetically for easy reference, it
is impracticable to determine whether any files are missing.
The audit of claims consists of checking the employee’s eligibility
by reference to eligibility cards and employer’s remittance reports; by
review of medical and hospital reports; and by computation of the amount
of the claim based upon coverage provided by the plan of benefits under
which the employee is eligible.
A test is also made of rejected claims to ascertain that the claimants

16

were in fact ineligible for the benefits for which they had applied.
The extent of the claims audit is based upon the number of errors found.
Generally a test of 3-5 per cent of the claims is considered sufficient
to determine the over-all accuracy with which claims are handled. It has
been found that errors are usually insignificant in amount and that under
payments and overpayments tend to balance out. The fund attempts to
hold the incidence of errors to less than 2 per cent of the total claims
processed. Errors in excess of this percentage require a special report to
the board of trustees.
AFL-CIO Ethical Practices Code

At the request of the board of trustees the audit scope includes checking
to the extent practicable that the AFL-CIO Ethical Practices Codes are
being complied with. The following code provisions are generally considered
to fall within this directive:
1.
No union official who already receives full-time pay from his union
shall receive fees or salaries of any kind from a fund established for the
provision of a health, welfare or retirement program. Where a salaried
union official serves as employee representative or trustee in the admin
istration of such programs, such service should be regarded as one of
the functions expected to be performed by him in the normal course of
his duties and not as an extra function requiring further compensation
from the welfare fund.
3. Complete records of the financial operations of all welfare funds
and programs should be maintained in accordance with the best account
ing practice. Each such fund should be audited regularly by internal
auditors. In addition, each such fund should be audited at least once each
year, and preferably semi-annually, by certified public or other independent
accountants of unquestioned professional integrity, who should certify that
the audits fully and comprehensively show the financial condition of the
fund and the results of the operation of the fund.
6. Where health and welfare benefits are provided through the use of
a commercial insurance carrier, the carrier should be selected through
competitive bids solicited from a substantial number of reliable companies,
on the basis of the lowest net cost for the given benefits submitted by
a responsible carrier, taking into consideration such factors as comparative
retention rates, financial responsibility, facilities for and promptness in
servicing claims, and the past record of the carrier, including its record
in dealing with trade unions representing its employees.
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7. Where a union or union trustees participate in the administration of
the investment of welfare fund reserves, the union or its trustees should
make every effort to prohibit the investment of welfare fund reserves
in the business of any contributing employer, insurance carrier or agency
doing business with the fund, or in any enterprise in which any trustee,
officer or employee of the fund has a personal financial interest of such
a nature as to be affected by the fund’s investment or disinvestment.
(This is not to be construed as preventing investment in an enterprise
in which a union official is engaged by virtue of his office, provided (a) no
substantial personal advantage is derived from the relationship, and (b) the
concern or enterprise is one in the management of which the union partici
pates for the benefit of its members.)
9. Every welfare program should provide redress against the arbitrary
or unjust denial of claims so as to afford the individual member prompt
and effective relief where his claim for benefits has been improperly re
jected. Every program should provide for the keeping of complete records
of the claims experience so that a constant check can be maintained on
the relationship between claims and premiums and dividends, and on
the utilization of the various benefits.
Audits of Employer Payroll Records

Supplementing the audit of the fund’s records, periodic assignments are
received to perform audits of the payroll records of selected employers to
determine whether contributions have been properly reported. Collective
bargaining agreements signed by the employers authorize the fund to make
such audits. These audits have indicated that errors are frequently made,
usually with the result that contributions are underpaid. The errors normally
found, other than purely clerical errors, were:
1. Reporting fewer hours for contribution purposes than were actually
paid to the employee
2. Failure to contribute for non-union employees included in the em
ployee unit covered by the plan
3. Failure to commence contributions on the actual employment date of
a new employee
While a fairly sizeable number of errors of this nature have been found,
the aggregate amounts of such errors have not been considered significant
enough to require qualification of the fund’s audit report.
Supplementing the special payroll audits commented on above are
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arrangements made with some of the larger employers to have their con
tributions audited and reported upon to the fund by their own auditors.
Special instructions are forwarded by the fund directly to the employer’s
auditors summarizing the basis for contributions and principal types of
errors to be checked for. However, such arrangements can be made only
with companies whose contributions are substantial enough to require
special attention in connection with their regular audit. Otherwise, the
audit of contributions may result in additional audit time and expense
to the employer that would otherwise be borne by the fund in connection
with the special payroll audits.

AUDIT REPORT

A regular long-form audit report containing an unqualified opinion as
to the fair presentation of both the comparative statement of operations
and unassigned funds and the statement of assets and liabilities has reg
ularly been issued on this fund. The only special features contained in
the report are:
1. A scope of audit section in which is summarized the audit procedures
applied to cash receipts and disbursements, claims payments and in
vestments.
2. A schedule of cash receipts and disbursements for the period.

SUPPLEMENTAL WORK

The fund has qualified for exemption from Federal income taxes and
a copy of the exemption letter was supplied for our files. In connection
with our audit we investigated whether any events had occurred that
would affect the exempt status and prepared annual information return,
Form 990.
Assistance was provided in connection with the preparation of state
insurance reports that the fund is required to file. Most of the data re
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quired by these reports is available in the regularly prepared audit work
ing papers and analyses. However, for the State of New York it is
necessary to correspond directly with the insurance company to obtain
the following information for each insurance policy for the latest com
pleted policy year:
a. Premiums paid
b. Dividends and experience rating refunds
c. Claims incurred
d. Outstanding claims
e. Names and addresses of recipients of commissions and allowances
f. Amount of commissions
g. Amount of allowances
In connection with the preparation of state and federal disclosure re
ports, commissions paid are reviewed as to propriety of the recipient and
of amounts paid. No trustee or employee of the fund, the union or of the
participating employers should receive commissions or fees from the
insurance company. Amounts paid generally should be in accordance
with the following schedule contained in the “Code of Ethical Practices
With Respect to The Insuring of the Benefits of Union or Union-Manage
ment Welfare and Pension Funds” of the National Association of Insurance
Commissioners:

Annual
Premium Volume
20,000
30,000
50,000
100,000
150,000
250,000
500,000
1,000,000
2,500,000
5,000,000
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Average of First-Year
and Renewal Commissions
Over a Ten-Year Period
From

To

3.2%
3.0
2.6
1.7
1.3
0.8
0.5
0.3
0.2
0.1

4.1%
3.7
3.2
2.3
2.0
1.8
1.2
0.8
0.5
0.4

Where two or more forms of group insurance are issued concurrently
or within six months after the issuance of any one of such forms of cover
age, the premiums for all the insurance coverage, whether under one or
more policies, should be combined in determining the total commissions
payable. Also, where two or more welfare funds are combined through a
master administrative trust or otherwise, they should be considered as one
fund for commission purposes.
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Exhibit I
A Welfare Fund
STATEMENT OF ASSETS AND LIABILITIES
As at March 31, 1958

Assets
Cash
Receivables
Employers’ contributions
Insurance dividends
Accrued interest on investment bonds
Investment bonds, (See note) (quoted market
$658,000)
Prepaid expenses
Furniture and equipment (net after depreciation)

$ 448,000
425,000
376,000
6,000

807,000
643,000
2,000
41,000
$1,941,000

Liabilities
Insurance premiums payable
Other accounts payable
Accrued taxes and expense
Unassigned funds, reserved for future benefits and
administration

$ 410,000
24,000
14,000
1,493,000
$1,941,000

Note: Investment bonds are shown at cost adjusted for amortization of
premiums and discounts.
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Exhibit II
A Welfare Fund
COMPARATIVE STATEMENT OF OPERATIONS
AND UNASSIGNED FUNDS
For the Years ended March 31, 1958 and 1957

Year ended
March 31, 1958
Employer contributions
Income on investments
Capital gains and losses
on investments, net

$4,827,000
22,000

4,215,000
13,000

6,000

2,000

4,855,000

4,230,000

Insurance premiums paid 4,648,000
Less Dividends thereon 376,000

4,098,000
280,000
4,272,000

3,818,000

583,000

412,000

Operating expenses
Salaries and wages
133,000
Rent, heat and light
7,000
Stationery and printing
12,000
Postage
7,000
Telephone and telegraph
3,000
Office supplies
5,000
Equipment rentals
12,000
Depreciation
6,000
Sundry office expenses
3,000
Insurance consultants’
fees
10,000
Professional services
15,000
Independent trustee’s fee
4,000
Trustees’ travel expenses
2,000
Payroll and sundry taxes
7,000
Excess of income over insurance
premiums and operating expenses

Year ended
March 31, 1957

120,000
7,000
10,000
6,000
2,000
4,000
12,000
5,000
3,000
10,000
14,000
4,000
2,000
6,000
226,000

205,000

357,000

207,000

1,136,000

929,000

$1,493,000

1,136,000

Unassigned Funds, reserved for
future benefits and administration
Balance at beginning of year
Balance at end of year, Exhibit I

23

